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In order rto protect individual privacy, récord systems ccntaining
personal information on individuals are subject to the provisions
of the Privacy Act of 1974 (Public law 93-579). In keeping with
the Act, cevra’n safeguards concerning collection, maintenance,
disclosure and individual access and amendment are now in effect

as outlined in SUP 40 04, Privacy Act Procedures. These provisions
require that: (a) only personal information which is relevant and
necessary to the direct accomplishment of the SBA mission can be

collected and maintained; (b) disclosure of this information without

the prior written consent of the individual is strictly limited, and

’ accountings of these disclosures must be maintained; (¢) the individ-
P ' ual must be allowed access to his or her record and must be given an

opportunity to challenge the veracity of its contents.

All employees operating under this SOP should refer to SOP 40 04 for
guidance in handling matters dealing with personal information.
Procedures for allowing an individual access and amendment as well

as gaidance on whether or not & record is accessible to an individual

can be lound in S0P 40 04,
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OPERATING PRINCIPLES

1. AUTHORLTY

Pursuunt v the aathority contained in Part 103 of SBA Rules and Regulations
issurd under the Small Business lavestuunt Azt of 1958, as amended, the
Office of Community Development makes use of all thoe authority vested in

SBA to provide assi:tance io cligible state devclopment companies (SDC) to
stinulate the (low of privale equity capital aw?! long-term loans for the
sound financin: of operations, growth, expansicon, and modernization of

small business coaweras, '

2. ELIGIRILITY
To be clinible for assistance undev Sectlom UL, an SDC must be c¢rganized
under or pursuaut to a special act of the State legislature, and must have
autherity to operate on a statcewide basis. 1t must be formed for the
purpose of furtherine che economic development of the state, and havé the
autharity to promote and assist the growth and development of small business
concurns in the stare, An SDC may be either a profit or nonprofit corpor-
ation, iSce rravt 108 ol Regulations,)

3, PARTICIVPATION BY STATE DEVELOPMENT COMPANY

To insure the participation of private financing sources, the State
Developuent Company (SOUC), must maintain a portfolio of investments in, or
loans to, small business concerns (SBC's) having a stated outstanding value
of not less that 133~1/3 percent of the unpaid principal of the 501 loan.
(See paragraph 32 below for a definition of "value.,") This volume of SBC
loans will be reyuired within 30 days of disbursing the 501 loan (see
pardnraphl)b) and wust be maintained during the term of the SBA loan, (See
paraypraph 1] nelow concerning deviations on this level.) Loans initially
assiuned Lo this portfolio will remain in the portfolio as long as the 501
lfoan is outstanding, including 11l extensions or renewals, Only vhen a

loan is pald in full, when it becemes delinquent, when the cxaminer clas-
sifies it “doubtful" or "“loss," or othor similar cause, will another Iloan

be substitnted,  weew 1nans may be added to the portfolio from Lime to time

: if and when leans w.onfe by the SDC are vrepaid at a4 rate faster than the SDG's
50! loan,

Loans v -arauiecd by SBA with SDC tunds other than 301 loar. funds, may be
included in the portion of the porvivulio rvoquired to be furnished Ly the
% state davelepment cownany,
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The auount ot a 01 loan may not exceed the total of all funds borrowed
by the GDC Lfrom all other sources,” The amount of the loan must be deter-
miped also to be conrcistent with sound business practice. (The sale of
steck v tha SPGC dors not constitute a "borrowing" by the SDC,)

Nuieor TSound business proactice’ as vsed above includes a determination

T uy the 501 loan processor that there is a sufficient loan demand
from the anel! businegss sector to indicate a need for the funds
applied for, 'L includes a determinaticn. that members' pladged
fuikis ace not available to mect this, and potential or unexpccted
Jemmd from other thua the small business s.ctor, and other such
riieonable considerations, (See also paragraph 11,)

REPAYLENT OF 1LOAN

A 501 loan must ba repaid at no lesser rate than the other debts of the
SDC which first become due. The 501 loan is required by statute to be on
an cqual priority basis with those ‘funds borrowed by the SDC from other
sources whizh have the highest priority, Therefore, if the SDC is bor-
rowinyg some funds with i-year maturities, the SBA loan must mature in.

1 year, vepardless of ithe terviss of other borrowings, The maturity of a
501 loan may not exceed 20 years, including all cxtensions and rencwals.,
sce appendix 4 for form of note for repayment,

No tar

AMORTIZATION OF TOANS

Wuile there is no statutory requirement that a 501 loan be amortized when
the loans from the members of an SDC are not amortized, $BA does require

at least annual amortization of the principal of the lcan., For example,

if a loan is approved oa the basis of l-yecar maturity with right of renewal
for nine l-year periods. the autherization and note should require a reduc-
tion of the principal awount by one-tenth of the original amount of the
lean at cach renewal poviod., In hardship cases, the assisztant district
director for finance and investment (ADD/F&I) or the chief, community
econunitc development division (CED), may request, through normal channels,
the Office of Community Development (OCD), that this requirement be relaxed
for » specific 501 application, Full justification for such action must
aceoaray the requaest:,

EXirHS LONS AND RENEWALS

Fxtensions and renewals of 501 loans should be accomplished by use cf an
alloage to the original note, if permitted by state law, or a new note,
rati:or than by making a ncew refunding loan, At the time of rencwal, a
redvcing principal clause and an interest rate adjusted to conform to the

rate being charged as of that date, must be included,
EFFECTIVE DATE. | PAGE
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11,

PREPAYMENT OF PRINCIPAL AND PAYMENT OF INTEREST

Prepayment of a 501 loan is permitted on any interest payment date without
pcenalty. Periodic payments of interest are required on 301 loans, not less

frequently than semiannually,

INTEREST RATH

The Interest rate on a 501 loan shall be deterwmined by the SBA Administratcr
annually at the beginning of each fiscal year taking into consideration the
average market yleld on outstanding U.S. Treasury obligations and compar-
able maturity, plus additional charge, if any, to cover other costs of .he
program, but not in excess of 8 percent per annum, An annual review on

the anniversary of the loan will be made to conform the interest rate to

the rate currently in effect.

The 501 loan will be secured to the same extent that the SDC's borrowings
from other sources, which have the highest priority, are secured, If a
portion of the other borrowings is secured and the balance is unsecured,
the 501 loan will be fully secured unless OCD has given prior written
approval for the 501 loan to be secured on a ratable basis,

AVAILABILITY OF IUNDS FROM OTHER SOURCES

The 501 application requires a certification from the SDC that funds
requested from SBA are not available from other sources for the purposes
specified in the loan application. SBA requires that, in addition to this
certification, the processing economic development specialist (EDS) will:

a, Determine the total amount pledged to the SDC by its members.
b. Determine the total amount loaned to the SDC by its members,

Determine 1£ the members are unable to increase their loans to the
SDC for economie or other reasons, when total member loans to the

SDC are leas than 75 percent oi the amount pledged.

d. Comment in his report on the results of this analysis, Whenever the
EDS determines that funds are available, or if total of all members'
loans to the SDC is less than 60 percent of the amount pledged, or if
the SDC has uncommitted cash in excess of normal operating needs, he
will contact OCD through the ADDF&I or CED chief for a ruling before

final action is taken on the application.

EFFECTIVE DATE | PAGE
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"Normal operating needs," as used above, has no strict definition
because of the various methods of operating an SDC, the many
different ways an SDC is used by the states, and the difference in
the economy from state t7 state. When in doubt as to the need for
the amount of cash reserves, the EDS will contact OCD through the

CED chief,

12. LOANS BY THE SDC

The SDC may lend 501 loan proceeds to, or invest in, eligible small
businecss concerns necessary to the growth and well-being of the state's
economy. The business concerns can be proprietorships, partnerships, or
corporations, and may be new businesses, expansions, or branches of _
existing businesses, or relocation or existing businesses. (Sece Part 108,3
of Regulations regarding limitations on relocations.)

13. SDC_LOANS TO AN LDC

The SDC is capable of supporting the Local Development Company :{LDC)
program with funds it acquires from private sources (not 501 loan proceeds)

in the following ways:

The SDC may lend funds to the LDC to be used as part of the local
injection in a project.

a.

b, The SDC may be the first mortgage lender,
c. The SDC may make the loan with SBA guaranty,

Note: (f otherwise eligible, the SDC itself may operete as a statewide

LDC and be a borrower of 502 funds.,

A state development corporation may elect to apply for 502 loan
funds, but is precluded then from acting both as a 502 local
development corporation borrower and a state development corporation
lender for the same project; i.e., lending from privately acquired
sources cither the balance needed to complete the 502 project or
funds to fill the financial needs of the small business being

assisted in the project,

' 14. USE OF 501 LOAN PROCELDS

a, Elipibility, 1he SDC may use 501 funds only to assist, either with
loans or equity investments, businesses which are small by SBA defini-
tion (Part 121.,3-~11 of Regulations) (sece also Part 108,501-1(e)
reparding limitations on equity investments),

EFFECTIVE DATE | PAGE
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b. Loan Purposes. The SDC may use 501 funds to supply SBC's with working
capital, piowth romey, expansion, or medernization funds. The SBC
may not us¢ such funds (1) to relend, (2) for uny purpose contrary to
the pablic iaterest, (3) to establish a monopoly, or (4) generally,
outside tie: Uoired States,

FLOOD 'AZARD

The Flood Disaster Protection Act cf 1973 (PL 93-234) cequires that all
Government lending agencies, as well as all federally-insured or rogulated
lending institutions such as hanks, savings and loan associations, and
credit unions, make mandatory the purchase of Federal Flood Insurance by
all borrowers on or after 3/2/74, when such borrowers are located in com-
munities designated ag having arcas of special flood hazard by the Federal
Insurance Administration (a division of the Department of Housing and

Urban Development), AND are located within the boundaries of special flood
hazard arca delineated on an FIA map, AND flood insurance is available
undcr the FIA program, AND when the proceeds of an SBA direct, participation,
or guaranty loan are to be used, in whole or in part, for comstruction or
acquisition of property as defined in Part 116 oi SBA Rules and Regulations

(see below).

In all loans made by the SDC with 501 funds, approved on or after July 1,
1975 (or 1 year after date of FIA notification, whichever is later),
involving tangzible asscts or improved real estate which are or will be
located within a special flood hazard area, the purchase of the required
flood insurance is mandatory, "1f the community is not participating in
the program and therefore flood insurance cannot be purchased, the loan
cannot be approved. Such a decline would be for coded resson #5 = not
eligible because of policy reausons: required flood insurance is not
available (sce appendix 20 of SOr 50 10 for more details),

"Construction'" as defined in Part 176, includes the acquisition, con-
struction, recoastruction, repair, or Lmprovement of any building or mobile
home on a foundation, and auy machinery, equipment, [ixtures or furnishings
contained therein., Under FIA regulations, "inventory" falls within thie
definition of "consiruction," therehy affecting nearly all SDC loans,

In addition, there are three requiremonts on the SDC, that do not apply

to hank loans which do not have Federal participation: (1) the insurance
purchase requirement applies to all assisted personal property, including
inventory, regardless of whether the $DC has provided or is providing
financial assistance regarding real estate; and (2) if SDC provides finan-~
cial assistance for personal property to a borrower that the SDC has
previously assisted in a loan involving real estate at the same facility,
then we must require flood insurance on the previously-assisted building
as well as on thie personal property., Finally, (3) SDC must require flood

EFFECTIVE DATE | PAGE
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insurance e 2ll cases invelving personal property, such as working capital
loan+, cven whion nu security interest is obtained by SDC.

Prios to first dishursement the SDC must have evidence that require flood
insurance has been purchased, Such evidence may be in the form of proof
of puymeat by any licensed insurance agency or a copy of the policy which

has been i saued,

Other poticies which provide flood insurance may be used in lieu of the
Standard Flood Insurance Policy 1f (1) the insurer is licensed to do
Busitiess in the juricdiction wherc the property is located, (2) the insurer
will psive 30 davs' wrictten notice of cancellation or nonrenewal of the
flood iy-uan-o coveritge to Lhe insured and the lender or Federal agency,
and € the tieod insurance coverage offered My the insurer iz guaranteced

to e ot letst as brouad as the coverage offered by the Standard Flood

lasuis ce olicy.

Assistarce provided in contravention of the above shall be construcd to
be contrary te the rublic intecest and in violation of Section 108.501-1

{e)(2)({H1) «f the Regulations,

16, EIVIROAENEAL (DIIROL

Executive Qeder 11734, 38 F, R. 25161, has sct forth the policy of the
Federal Covonnnent to improve and enhance environmental quality of the
Natior. In furtherance of such policy, in part, Federal agencles eumpowered
to extend Federal assistance must undertake cuch assistance activities in
a manner that will result in cffective enforcement of the Clean Air Act
(42 11,5.¢, 1337 et seq.), as amenddd from time to time ("Air Acts"), and
the Federal Jarer Pollution Control Act (33 U,S,.C. 1251 et seq.), as
ameuded frow time to time ("Water Acts"), In compliance with Executive
Order 11738, effective September 10, 1973, the SDC, along with its SBC
bencticiaries of Federal assistance of $100,000 or over, shall ba required
to exccute appondix 5, "Environmental Protection Agreement,'

It shall be considered contrary to the public interest and a violation of
Secticn 108,501-1 (e)(2)(ii))of the SBA Regulations (except for aiding the
SBC bencficiaries of Federal assistance for compliance) for any SDC to:

Fetetdd assistance to any coucern which has a facility which is designated
l'v the Administrator of the Envivonmental Protection Agency (EPA) as a
facility which has given rise to a conviction for an offense under the
above Acts, dhe lists of such facilities shall be published from time

o tine by KPA,

a.

b, wxtoend assistsace to any applicart coucern the opevation of which is
contvibating, ov arter the rendering of such assistance will be
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contributing, to water, air, or golid waste pollution in noncompliance
with the Air or the Water Acts or .ay rules, regulations, standards,
or guidelines issued pursuant to Lxecutive Order 11738.

Note: Sec appendix 5 for form of affidavit.

17. COMPLIANCE

a. Civil Rights.

(1) Each applicant SDC will be required to execute SBA Form 652,
“Applicant's Assurance of Compliance," At the time of the loan
closing, coplies of SBA Form 793, '"Notice to New SBA Borrowers,"
and SBA Form 722, "Equal Opportunity Poster," will be given to
the SDC,

Each SBC (beneficiary of Federal assistance), whose paper is
included in the 133-1/3 percent portfolio, will be required to
execute SBA Form 652-D, "Assurance of Compliance,'" At the time
of the loan closing, these SBCS will be given copies of SBA ’
Form 793, and SBA Form 722,

SBCQ receiving Federal financial assistance for comstruction
purposes, through an SDC loan, will also be required to execute
SBA Form 601, "Applicant's Agreement of Compliance," SBA Form
601-3, "Notice Regarding Non-segrated Facilities," and SBA Form
€01-D, "Agrcement with Executive Order City Plan," where required,

(2) The borrowing $DC must be advised by the EDS of its responsibility
to inform the SBCs receiving Federal assistance through them, that
the SBCh must be in compliance with Parts 112 and 113 of SBA's
Rules and Regulations. .

b, Portfolio,

Within 30 days of disbursing the 501 loan, or any portion thereof,

the SDC must list the names of the borrowers and the amount of all

loans the SDC is including in 133-1/3 percent portfolio supporting

the SBA disbursement of 501 loan funds and forward such list to the
SBA office closing the loan.

EFFECTIVE DATE
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18, INQUIR'TS

Instructions and guldelines in chapter 5, SOP 50 21-1, will apply to 501
Joau inquirles. SBA Forms 149, "Loan Inquiry Record,' and SBA Form 230,

“Ppaily Register of Loan Inquiries.”

19, FILING AND SCREENING OF APPLICATIONS

a. Application Form, SBA Form 501, ''Loan Application by a State Develop- H
ment Company,' will be used for making applications.

b. Place of Filing, The application will be filed in the field office
serving the city in which the SDC has its main office,

c. Acceptance, If the application is filed in a branch office, that
office will forward the complete application to its district ADDFI or o
CED chief, The district CED staff, if they have one, will screen the -
application for completeness and, at the discretion of the district :
director, the ADDFI or CED chief will either process the loan or N
forward it to the EDS, or L/0, best qualified to process the loan ;

application.

Before processing or forwarding the application to an EDS for process~
ing, the ADDFI/CED chief will through the assistant regional director
for F&I (ARDFI) confer with the appropriate person in OCD to allow
time to provide funds for the 501 loan, (Without this advance notice,
delays will be incurred when the processing has been completed and the
request for funds is made,) At the time of this telephone notice, the
ARDFI will supply OCD with the necessary information (in lieu of an
SBA Form 603) to be confirmed in writing.

20, CONTROLS

S8A TForwm 135, "Lcan Approval Document," will be completed as prescribed

in $OP 20 20-1, "Preparation and Distribution of Loan Accounting Documents,'
The prefix for a 501 loan is 8D, and the suffix is the state in which the
SPC is located. The SIC code will be 6159,

21. PROCESSING REPORT

TUE ADDFI, CED chief or the EDS assigned to process the application will
prepare a report substantially in accordance with the format in appendix 1,
(This format is not to be reproduced locally.)
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22. APPROVAL AUTHORITY

a. loan Application for 3750,000 or Less. The district director, ADDFI,
CED chief, or others as delegated, may approve a Section 501 loan for
$75(,000 or less when he concurs in the recommendations of the processor
and,/or other reviewing official, If he does not concur with either,
it is considcered a split decision, To resolve a split decisiovn, the
district director makes his recommendation and submits the loan file
to the regional office for final action,

Loan Application for More Than $750,000 or in Excess of District Office
Authority., The processing EDS, CED chief, ADDFI, or others, as
delegated, and the distvict director will make recommendations to
approve or decline the loan. , The entire case file and all recommenda-
tions will be forwarded to the regional office for final action.

23, ALLUCATION OF FUNDS

The instructions in SOP 50 21~1, "Development Company Assistance Under
Section 502," regarding the allocation of funds will be followed. Upon
approval of a 501 loan the regional office will request OCD by telephone

to allocate the necessary funds., Upon receipt of SBA Form 826, ''Advice

of Allotment-Loan Fuuds," the ARDFI will request the office which processed
the loan to. complete the SBA Form 135 and distribute as per instructions,

A photo. copy of the SBA Form L35, and copy of loan specialist's report,

and authorization will be sent to OCD. No notification of approval to the
Office of Congressional Relations will be necessary, Also, a copy of

note and loan agrecment will be sent to OCD when available,

24, AUTUHORLZATIONS

When a Section 501 loan application is recommenducd for approval, a loan
authorization and loan agrecment will be prepared substantially in con-
formance with the formats in appendixes 2 and 3, respectively. These
must be cleaved by field counsel for legal sufficiency.

Note: Saee appendix 2 and 3 for format,
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25.

CHAPTER 3

501 LOAN CLOSING AND COMPLIANCE REVIEW

LOAN CLOSING

The iustructions for closing a Section 502 loan as prescribed in SOP 50 21-1
"Development {ompairy Assistance Under Section 5¢2," also apply to the
closing of a Section 501 loan. The EDS assisting in the closing c¢f the

loan must follw cach distursement to determine that the ontire amouat of
cach disbursemeni is loaned or invested in small busincss within 30 days

of the disbursement. (AL the discretion of the regiona: vffice, a 501

loan approved in a distifct oliice may be closed in the regionmal oftice,)

F1_COMMITMEAT AND FED

It is not nccessavy that the SDC draw the entirve loan immediately, SBA
may give a fivm conmitient for a period of 1 year. If this commitment has
not been fully used by the cnd of the year, it is canceled unless renewed
by SBA Form 327, “Modification or Administrative Action,"

MOV LFICATIONS

Any modification rcquired to permit closing of a Section 501 loan will be
prepared in accordance with the instructions for making modifications to
Scection 502 ioans, as prescribed ia SOP 50 21-1,

LOAN CASE FILE

Sco SOF 00 41, "Records Management," appendix 3 for imstructions on the
preparation of a Section 501 loan case file.

COMPLIANCE REVIEW

a. A compliance review field visit will be made annually by the SBA
Examination bivisfon for the purpose of keeping SBA informed on the
status of the SBA loan to the borrower, A member of the district/
regional office should make at least an annual visit to keep our
borrower informed of the various services SBA can oifer and how the
SDC can participate in the guarantee program and as a secondary market
packager. As a general rule, no represecirtative of SBA will contact
the small business concerns borrowing from the SDC.

. .. . . P .
b, Periodic civil rights compliance reviews of SBCs receiving federal
assistance may be conducted, wi-h knowledge of the SDC lender, in
conjunction with the compliance review, as set forth in 29a above,
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300 FLUAANZIAL B EATHAENTS
The SBC's are required, as set forth in the loan agrecment, to submit
Cinancinl statements at least anuually, and generally more frequently.
In 2adition to the normal analysis of the financial statements, the
reviowing oftices will determine from the balance sheet that the total
borrowings of the SBC from all other sources is at least equal to the
unpaid balance of the 501 loan(s), OCD should be kept informed of any
violations noted and actions taken,

I1.  VARLMNCES B

; a., lortfolio (133=1/3%). Slight deviations in the required portfolio are

; { »raeitted during the interval between repayment or other disposal of

1 such investments or ioans and the reinvestment of said funds, When

i the laver of loans/iavestmeuts to SBC's is below the required 133~1/3
vor ent minimua Jdaring a compliance check, it shall be determined if
suf frcient foans to snall business concernc are pending to bring the
port tolio wp Lo requirzed level, If wot, the SDC may have a J(0-day
pericd to iriog it oy to ypequired level or make the necassary veduction
in the 500::% o mew the reguired level,

b. Latrie of 501 Borrcwinwg: to Other Borrow ngs (Members, etc,) A slight Q
' variance in this ratio is permitted during the period wlien the SDC

has redeemed nricv horrowing Instruments, has pledges for new borrowings,
and is awaiting the documents to complete the new borruwings.

32. DEFINIYVIONS OF VALUF

As used in this SOP, valuc means the unpaid balance of a loan to a small
busiucss concern as rceflected on the books of the SDC, This will be the
balance of the note, less prepaid interest (as with an add-on interest
loan) and the smounts that may have been classified by examiners and charged
off as a loss on the bonks of the SDC, Generally, examiners will, as
prescribed by the Uniform Classification Procedures adopted in 1949 by all
three Federal banking agencles and state bank authorities, classify loans
as tubstandard, doubtful, or loss. They then require 50 percent of the
balancc of g "doubtful" loan Le charged off as a loss, and that the entire
balance of a "loss" classified loan be charged off. The examincrs' view-
point is that these loans do not represent sound credits aui:d should not be
reflected on the books of the corporation., They expect, and are usually
correct, that over the long tenn the majority of charged off loanc will be
collected in *ully but not "paid as agreed.”
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33. REPORTS AND FORMATS

a., Loan Processing Report. The reference for this report is paragraph 21
above, Distribution is the same as for a 502 loan, Format is appendix

lo

The reference for the authorization for a 501 loan is

b. Authorization,
Distribution is the same as for a 502 loan.

paragraph 24 above,
Format in appendix 2,

c¢. Compliance Review (paragraph 29), To be prepared annually by the
Examination Division,

d. Loan Agreement, Format is in appendix 3,

e, Note, Format is in appendix 4,
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APPENDIX 1
(Paragraph 21)

(Note: This format is not to be preprinted and stocked)
FORMAT

ECONOMIC DEVELOPMENT SPECIALIST'S REPORT AND RECOMMENDATION ON SECTION 501
LOAN APPLICATION

APPLICANT LOAN NO,
AMOUNT REQUESTED $
Mame snd Address of State MATURITY REQUESTED YRS,

RATE OF INTEREST
DATE OF APPLICATION

SECURITY OFFLRED DATE ACCEPTED
DATE OF THIS REPORT

Development Company

I1f none, so state,

REPAYMENT TLRMS REQUESLTED

TYPE G¥_LOAN

PREVIOUS LOANS

ELIGIRILITY OF AlPLICANT

Comment vn authority and eligibility of applicaut, and whether Resolutions
from Loard of Dircctors to borrow the requested funds is in the file, and

supported by an opinion of SBA attorney.

AVATLABILITY OF FUNDS

Item 7(a) of SBA Form 501 requires certification by applicant regarding non-
avallability of funds from other sources

EQUAL SECURITY

Comment on basis of applicant's other borrowings. If by unsecured note, the
loan is assumed to be supported by the full faith and credit of the applicant,
which in turn, is sustained by all assets, reserves, and capital, pro rata
with financial institutional membership.

EQUAL REPAYMENT

Terms of applicant's other borrowings shall be reviewed to determine whether
the maturity and repayment terms requested on the SBA Section 501 loan are in
1i1 > with the terws of those loans,
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BORROW D CROM PRIVATE SOURCES KQUAL T OR _IN EXCESS OF PROPOSED_LOAN

Applicant must show arount of borrowings from other sources.

I'SE_OF PROCEELS OF PRUOPOSED LUAN

Applicant must sliow amount of loan commitments or applications for benefit of
eligible small business concerns,

ANALYSES OF APPLICANT'S OPERATIONS AND ABILITY TO REPAY LOAN

(omment with respect to repayment of applicant's outstanding loans receivable,
security thervefore, losses, if any, and net earnings' trend of applicant., Any

adverse conditions shall be noted,

MANAGEMENT OF APPLICANT

Names and salaries of applicant's operating management must be shown, Comment
on capability and satisfactory experience, Changes in applicant's Board.of
Directors and elected officers shall be noted,

RECOMMENDATION

Show rccomrended action on loan amount, rate of interest, and maturity, subject
to the toerws and conditions vl an attached authorizatioa,

(Date) Economic Development Specialist

CONCURRENCE, AS TO LEGAL SUFFICIENCY OF THE LOAN:

(bate) SBA Attorncy

COMMENTY O CED CHIEF

(Date) (Signature)

RECOMARNDATION OR ACTION OF DIRECTOR

(Datc¢) . , (Signature)

OTHERS AS NECESSARY
EFFECTIVE DATE | PAGE
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(Hote: This Fformat is not to be preprinted and stocked)
| FORMAT
SMALL BUSINESS ADMINISTRATION
Repion/District Office
City, State

AUTHORIZATION

A loan Is authorized by this Administration (pursuant to Section 501
of the 5mall Business Investment Act of 1958, as amended), to the

’

(Hereinafter called ''Borrower'"), on Borrower's Application dated
Loan No, , in the amount and upon the conditions as follows:

1. Amount:

_ﬁ% 2, Note Pavable:
&

Qe ___ e (..._) years from date of the Note, with annual

reduection of principal in Lha amount of

(s ) on each anniversary date of the lote,
with intcrest from the date of this Note at the rate to be determined by the
SBA Administrutor annually at the beginaning of each fiscal year taking into
considrration the average market yield on outstanding U,S, Treasury obligations
and comparable maturity, plus additional charge, if any, to cover other costs
of the program, but not in excess of 8 percent per annum, payable semiannually
beginning six months from the date hereof. Provided, however, that at any time
the total unpaid obligation evidenced by this or any other note or notes of the
Undersigned held by Payee under Section 501 of the Small Business Investment
Act of 1958, as amended, is in excess of the total amount borrowed and outstand-
ing by the Undersigned from all other sources except for interim financing an
amount equivalent to such excess shall be inmediately due and payable by the
Undersigned on account of the principal hereof,

b. The interest rate for the first two interest payments shall be
percent. The subsequent interest rate will be adjusted annually,
on the anniversary date of this Note to thc¢ rate currently in effect, but not to
exceed & percent,

@
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Use of Pioceeds of Loan:

To provide- equity capital and ‘make long-term loans in accordance
with the requivement of Scction 108.501 -0of SBA Rules and Regula-
tions, as waended, to ecligible small business concerns for finan-
cial assistance as defined under Section 121 of SBA Rules and
Kegulations or to repay short-term bank .loans borrowed in antici-

pation of the approval of this ‘loan.

compensation Agrecment executed substantially in the ‘form of SBA
Form 159,

Prior to each disbursement on account of the loan, SBA
dircctor shall be in receipt of evidence satisfactory to him in
his discrection that there has been no adverse change since the
date of the application or since any of the preceding disburse-
ments, in the financial or any other condition of Borrower, which
would warrant withholding or not making. any such disbursement or
any farthes disbursement.

Frior to the firat disbursuoment on account of the loan, the SBA
- . director sghall be in receipt of an agreement, in form
satis.actory to him and SBA counsel, providing that:

a. Dorrower will warrant and agree that firads advanced to it
under thig-Joan shall always be treated on an equal basis with
tlwose funds borrowad by the Borrower after August 21, 19538,
regardless of source, which have the highest priority in
repayment, security, and liquidation (unless waived), '

b. Within 30 days after the disbursement of the proceeds of this
Joan and thereafrer for the period in which this Loan or any
part thereof remains unpaid, Borrower will maintain Portfolio
Investments in complignce with requirements of Section 108.501-
1(a) of SBA Rules and Regulations, to small business concerns
as of the date of the digbursement of this loan, having a
stated outstanding principal value equal to no less than
133-1/3 percent of the unpaid principal of this loan,  Devia-
tions from this ratio will be permitted only during periods
of ‘repayment of such Investments and the prompt reinvestment
of such funds,
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The SDC will agree not to make any loans with funds obtained from SBA
to any small business concern (SBC) located within a special flood
designated area unless (1) the community in which said applicant is
located is participating in the flood insurance program or (2) less
than a year has elapsed since the community was formally notified of
the identification of a special flood hazard area within its boundaries,
Rurther, tbat it agrees to obtain and maintain in their files evidence
that adequate flood insurance has been obtained from those SBCs effected.
Furcher, SDC «grees to require all SBCs assisted by SBA funds to agree
to obtalin caid insurance should their location become designated in the

future. '

Except for aiding the SBC bencficiaries of Federal Assistance for
compliance purposes, the S5DC will be counsidered as acting in a fashion
contrary to the public interest end in violation of Section 108.501-1

(e)(2)(11) of the SBA Regulations if it were to:

(1) Extend assistance to any concern which has a facility which is
designated by the Administrator of the Environmental Protection
Agency (EPA) as a facility which has given rise to a conviction
for an offense under the above Acts. The lists of such facilities
shall be published from time to time by EPA,

(2) Extend assistance to any applicant concern the operation of which
is contributing, or after the rendering of such assistance will
be contribution, to water, air, or solid waste pollution in non=-
compliance with the Air or the Water Acts or any rules, regulations,
standards, or guidelines issued pursuant to Executive Order 11738,

Borrower will supply this Administration with quarterly financial
condition reports, cperating statements, and supporting schedules.

Borrower will notify this Administration:
(1) If any member of Borrower withdraws from Borrower.
(2) Of any change of officers or directors of Borrower,

(3) Of any chauge in the (name of state) statutory enabling legislation,
or in the Charter or Bylaws of the Borrower,

Borrower shall not ruquire any small business concern receiving any
portion of the procccds of this loan to invest in dehentures of Borrower
from such preceeds,
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f 7. Prior to the first disbursement on account of the loan,
' dircctor shall be in receipt of:

a. Fvidence satisfactory to the director that no
officer or dircector is a member of SBA's Advisory Councils,

b. UVxecuted SRA Forms 652 and 652B,

3. ‘tFrior to the first disbursement on account of the loan, the _____
director shall be iu reccipt of an Opinion of Borrower's Counsel,

stating that;
Lorrower is a State Development Company within the meaning of

the definition contained in Section 103 of the Small Business
Investment Act of 1958, as amended, and of SBA Regulations

issued thereunder.

de

b, Borrower is &uthorized under its Charter and Bylaws and under
the Statute pursuant to which it was created

to borrow said $ from this Administration for the
purpeses of this loan, '

The subject loan by this Administration is being and will be
treated under the terms of the Note or otherwise on an equal
basis with funds borrowed by Borrower after August 21, 1958,
regardless of sources, which have the highest priority in repay-

ment, security, and liquidationm,

Ce.

d. The Note of Borrower and any other agreements, instruments, or
documents obtained in connection with the loan are valid and
legally enforceable by the holder thereof against the Borrower
or other party involved, in accordance with the terms thereof.

9, Funds disbursed under this loan must be invested in or loaned to a
small business concern within 30 days of the date of disburrement
hercunder, or be refunded to SBA,

10, Only so much of the loan procecds shall be disbursed from time to
time on account of this lpaa as will have been certified by the
Borrower, at the time(s) Borrower shall request dicbuisement(s),
as to acztual or intended use within 30 days of the date of such

disbursoment, :
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11. Such other conditions as s or SBA
(Title) - (city)

counsel may impose pursuant to outstanding general requirements
and instructions of this Administration.

12, Disbursement of the lLoan shall be made at the discretion of
director, in accordance with the provisions of this Authorization
and the applicable general requirements and instructions of this
Administration, provided that no disbursement shall be made later
than 12 months from the date hereof; provided, however, that the
Note and all documents shall be executed, including the initiation
of the commitment period within 60 days from the date of the
Authorization.

Pursuant to the approval of the Loan
Application by the Director

@ of the Reglonal/District Office,

Small Business Administration, the foregoing

Authorization is issued on

ADMINISTRATOR
Reviewed for legal sufficiency:
. By:

(Name & Title)

Yegion/district .

Small Business Administration |

SBA Counsel

(bate)
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(Note: This format 1s not to be preprinted and stocked)

i FORMAT

To induce the SMALL BUSINESS ADMINISTRATION (hereinafter called ''SBA")
to make, and in consideration of the making by SBA of, a loan or a commitment

for a loan in the amount of or any part thereof (here~
inafter called "lLoan"), to the (Hereinafter
called "Borrower'"), approved by Authorization of SBA dated ,

(which Authorization and all amendments thereof, heretofore, and hereafter
issued by SBA, are hereinafter collectively called "Authorization"), Borrower
hereby represents and warrants to, and agrees with, SBA that:

1, Use of Proceeds.-~ Borrower will use the proceeds of the Loan
solely for the purposes of providing equity capital to eligible small business
. concerns and/or to make long-term loans to eligible small business concemms,
% in accordance with the requirements of Section 103.501-1(e) of SBA's Rules arnd
W Regulations, as ameaded, as of the date of the disburscment of this Loan,

2. Reimbnursable Expenses.~- Borrower will, on demand, reimburse SEA
for any and all cxpenses incurred, or which may be hereafter incurred, by SBa
from time to time in connection with or by reason of Borvower's application
for, and the making and administration of the Loan,

3. Books, Records, and Reports.=-~ Borrower will at all times keep
proper books of account in a manner satisfactory to SBA, Borrower hereby
authorizes SBA to make or cause to be made, at Borrower's expense and in such
manner and at such times as SBA may require, (a) inspections and audits of any
books, records, and papers in the custody or control of Borrower or other,
relating to Borrower's financial or business conditions, including the making
of copies thereof and extracts therefrom, and (b) inspections and appraisals of
any of Borrower's assets. Borrower will furnish to SBA copies of their annual
statonents (audited) and copies of their semi-annual statements (unaudited)

(no later than 20th day following completion thereof and at such other times

and in such form as SBA may prescribe Borrower's financial and operating
statements, After each disbursement of these proceeds, Borrower shall submit
within 30days schedules showing now the proceeds of this loan were used (listing)
the names and addresses of small business concerns to which Borrower has made
loans, showing the original amounts and outstanding balances of each, having

an agpregate outstanding principal balance equal to at lease 133-1/3 percent

of the unpaid principal of this lLoan), and all compensaticn then being paid

by Borrower to all officers, directors, holders of 10 percent or more of
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|

\ Borrower's capital stock. Borrower hereby authorizes all Federal, state, and

i municipal authorities (a) to furnish reports of examinations, records, and

" other iniormaticn relating to the conditions and affairs of Borrower and any

; desired information from rveports, returng, files, and records of such author-

| vron request therefore by SBA; and (b) to permit representatives of SBA

, to have ‘ull] access, from time to time, to, and make copies of extracts from,

¢ any and all vceports or returns by, or ‘with respect to Borrower, and all reports
i of examiners or other inlormation congerning Borrower contained in the files

| and recimds of such asthorities

ities

Y. Disteibutious and Compensation.-- Borrower will not, without the
proper writt n conseat of SBA, dcclare or pay any dividend or make any distribu-
tinon upon its capital stock, or purchase or vetire any of its capital stock,
except vat of retained earnings, or consolidate or merge with any other company,
or give ay pruferential trcatment, make any advance, directly or indirectly,

by way of loan, gift, bonus or ntherwise, to any company directly or indirectly
controlling or affiliated with or controlled by Borrower, or any other company,
or to any ofiicer, director, or employee of Borrower, or of any such company.

1f any company directly or indirectly controlling, affiliated with, or controlled
by Borrower shall increase the compensation paid by it to any person so that

the aggregatce amount payable to such person from all such sources exceeds the
respective amount shown in said paragraph 5, the compensation payable to such
person by Borrower will be forthwith correspondingly reduced and 1mmediate

notice thereof g{vgn to SRA by the Borrower,

5. Compensation,~-- horrower will limit the total annual compensation
(including snlarigs, witldrawals, fees, bonuses, commissions, drawing accounts,
and other payments whether direct or indirect, in money, or otherwise) of all
officers, stockholders, directors, or others named herein to the following
named persons in the amount set opposite each respective name:

Namg Position . Amount

6. [ILees and Commissions,-~ Borrower has not, directly or indirectly,
paid or agreed to pay, or procured any person, partnership, association or
corporation, to pay or agree to pay, and will not directly or indirectly pay,
or agrec o pay, or procure any person, partnership, association or corporation
to pay or agvee to pay (a) any bouus, fce, commission, or other compensation, in
any form in coanection witii the application for or the obtaining of the loar;
or (b) any charge or expanse, in any form, in connection with said application
or Loan, for the scrvices of any kind of an appraiser, cccountant, aitornay, or
any othcr party vhatever, wheLher a person, partnership, assOciatLon Oor corpor-
ation, whether for evidencing matters required to be presented with referecince '
to said upplicalion or Loan, or for servicss In any manner connected with said |
application or lLoan, exccpt as permitted in writing by SBA. BRorrower hereby |
-ortifies to SPA that: The names of all attorneys, accountants, appraisers, '®
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agents, and all other parties (whether, irdividuals, partnerships, associations,
or corporations), engaged by or on behalf of Borrower (whether on a salary,
retairer or fee, or other basis and regardless of the amount of compensation)
for the purpose of rendering professional or other services to Borrower in
connection with the application of Borrower for the Loan, or with the making

of the loan by SBA, or for the purpose of expediting said application or the
loan; and all fees or other charges or compensation paid or to be paid therefore,
whether in money, property, services, or otherwise, by or for the account of
Borrower, together with a description of such services rendered, or to be
rendered, are set forth in the application for the Loan and no such attorney,
accountant, appraiser, agent or other party has been engaged by or on behalf
of Borrower for the purposes of any of them referred to in this paragraph since
the date of said application except the following (i{f none, so state):

Total Fees Total Fees

or Other or Other
Name and Description Compensation Compensation
Address of Services To Be Pald Already Paid

7. Borrower warrants and agrees that: (a) the loan shall always
be treated on at least an equal basis with those funds borrowed by Borrower
after August 21, 1958, regardless of sources, which have the highest priority
in repayment, security and liquidation, except that as to the rate of repayment
to members of Borrower, such requirement has been waived by SBA; (b) within
30 days after disbursement of the proceeds of this Loan and thereafter, during
the period in which this Loan, or any part thereof, rerains unpaid, Borrower
agrees to maintain portfolio investments and loans to small business concerns
meeting the requirements of Part 108 of SBA's Rules and Regulations, as amended,
as of the date of disbursement of this Loan, having a stated outstanding princi-
pal value equal to uo less than 133-1/3 percent of the unpaid principal of this
Loan, Deviation from this ratio will be permitted only during periods of repay-
ment of such investments and loans, and the prompt reinvestment of cuch repaid
funds; and (c) Borrower agrees to notify this Administration (1) 1f any member
of Borrower withdraws from Borrower, (2) of any change of officers or directors
of Borrower, and (3) of any change in-the statutory enabling
legislation or in the Charter or Bylaws of Borrower,

8. Parties Affected.-- This Agreement shall be binding upon Borrower
and Borrower's successors and assigns and shall inure to the benefit of SBA and

its successors and assigns,

IN WITNESS WHEREOF, Borrower has executed or caused to be duly
executed this Agreement and has affixed or caused to be duly affixed hereto
Borrower's seal, on the day of s 197
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‘STATE ‘DEVELOPMENT 'CREDIT CORPORATION

BY_

FeiT Ty

Note: Corpo'rateﬂ 4pulicants must executi\?elo&n Agteement, “:I.’n 'cofpofate ‘name
by duly aiithorized officer, and seal ‘must be affixed and duly attested,
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woTE
(501 Loan)
e - (City and State)
Loan Number
(Date)

Por value received, the

» - -~ ——
(heretoafier called "lndersigned’) promiscs to pay to tha order of the SMALL BUSINESS ADMINISTRATION (hereinafter
called “Fayea”) (n tha City vf Washingten, District ot Columbia, otv at Payee's option, at such other place se may

be desiynated from tloc to timc by the Payea, the sunm of
(_ ) years

(% ),

from the dote heraof, wirh ancusl reduction of priancipal (n the savunt of
$ ) on each anniversary dats of this Note, beginning
with (nterest {rum the date of this Note at the rate to be determined by the SBA Admin{etrstor snnually at thas
begloning of cach fiscal year taking into consideration tha average market yteld on outstanding U. §. Treasury
obligat{vas and compacable maturtty, plus add{tiunal charge, tf any, to cover other costs of the program, but not
in exccos of 6 percant per annum, puvable scmisnnuaily beginning six months from the date harsof. Providad,
however, thst at any tima the total unpatd vblivsativn svidenced by this or any other note or notes of ths Under-
signed held by Payee under Scction 30) of Lhe Nmall Businese Investment Act of 1958, as amended, is in excess of
the tutal amount borrrved and vutstanding by the Undersigned [rum all other sources except for interis financing,
an amount aquivalent to such ¢xcess shall bs {mnedistely due and payable by the Undersigned on account of the

4 P N——

principal hercof, .

I:hu intorest rate fur the fitst two {utecsat psyments shsll be percent. The subsequent .
interest rate wlil be adjusted annually, on the suniverssry date of this Nota to the rata currently {n effect, T
but not to exceed 8 percent. -

Payment of any portivn of principal owing on this Note may be made on any {nterest payment dace prior to the '
maturity dsta of thls Note without pensity. ‘

The {ndabtadness ehall {rmediately become dus snd paysble without notice or demand, upon tha sppointment of :

racetver or liquidator, whether valuntary or tavoluntary, for Undersigned or for any of ire proparty, or upon the
£iling of 8 petiticn by or against Vudereigned unduc the provisiuns of any stats insolvency law or under the pro-
visfons of the lankruptey Act of 1894, as aswnded, or upon the making by Undersigned of an asaiznment for tha .
benelit of {ta creditors. Payce is authorized to doclare all or any part of {ndcbtedness (wmmediatuiv cue and i
payabla upan the happening of sny of the following events: (1) Failure to pay any part of the {ndebtednese when 'd
due; (2) Nonperforamance by tuiderstuned of any of the requiremcncs {mposed upon {t by the Swall Nusiness I[nvestment v
Act of 1558, an armended, und the regulations issied by Payee theraunder; (3) Nonperformance by Undersigyned of any B
agreement with, or eny condirion imposed by, Payee with respect to the tndebtedness; (4) Payee's discovery of the .
Understgned‘s (siluce (n any applicativn of Undernigned to Payee to disclose any fact deemed by Payee to be material, {
or of the making uf any falea scatements thercin nr {n any of tha said agreements, or in =ny certificate or other H
documents submitted in councction with said appl{cetion or said indebtedness, or any misrepreasntation by, on behalf '
of, or for the henefit of Undersf ned; (3) the reorusnization (vther than a reorgsnization pursusnt to any of the
provisfons of the Bankruptcy Act ol 1898, as amended) or merger or consolidation or liquidation of Undersigned (or

the making of uny agreoment thercior) withour the prior written consent of Payee; or (6) the institution of any *
sv’'t affecting Undersixned deenned by Payece to affect sdversely {ts lnterest hersunder. Payse's [ailura to exercine )

its vights under this paragraph siiall not constitute a waivar thereof.
¥
IN WITNESS WHEREOF, tha Undersigned has evecuted or caused to be exscuted this Note, and affixed or csused to

be duly affixca hereto Uncesnigned’'s sesl chls dey of , 197 .
'
(sEAL) By !
By ’
ig@- ATTEST: . o e e, 11#3
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APPINDIX 5
(Paragranh 16)

Environmental Protection Agreement

» Applicant, in compliance with Executive

1.

2,

8|

4.

Order 11738, 38 F.R, 25161, providing for the adminlstration of the Clean Air
Act and the Federal Water Pollution Control Act as published by the Eaviron-
mental Protection Agency in 40 OPR Part 15, hereby stipulates that any of its
borrowers who are beneficiariecs of fcderal assistance will be required to:

Prescnt evidence that such federally assisted borrowers are not listed
on the EPA List of Violating Facilities,

Comply with all the requirements of Section 114 of the Clean Air Act
and Section 308 of the Water Act relating to inspection, monitoring,
entry, reports and information, as well as all other requirements
specified in Section 114 and Section 308 of the respective Acts, and
all regulations and guidelines issued thereunder,

Notify the SDC applicant, who will then notify SBA, of the receipt of
any communication from the Director of the Environmental Protection
Agency indicating that a facility utilized, or to be utilized, is
under consideration to be listed on the EPA List of Violating
Facilities.

Execute this Environmental Protection Agreement, along with the
applicant SDC's execution of this Agreement,

(Name of SBC Borrower)

By:

(ritle)

CORPORATL SEAL

(Applicant SRC)

Dy:

(Title)

EFFECTIVE DATE | Pace
12/31/75 13
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